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The
PracticingCPA

AUGUST 1980

An AICPA publication for the local firm

THE AICPA GROUP INSURANCE PLAN
CPAs who have been in practice for thirty years
or more no doubt remember the difficulties that
many firms used to face in obtaining group insur
ance. To deal with the problem, an AICPA insur
ance committee was appointed in 1945 and
charged with studying the feasibility of a national
insurance program for the accounting profession.
As a result of the study, the AICPA Insurance Trust
was established and the Group Insurance Plan
started in 1947.
From the beginning, the AICPA Group Insur
ance Plan has been under the direction of CPAs
(the Insurance Trust is directed by the insurance
committee which is appointed by the AICPA’s
board of directors) and is operated exclusively
for the benefit of public accounting firms and their
employees.
The plan has obvious vitality. Four hundred ac
counting firms joined during the fiscal year ended
March 31, 1980, bringing the number of participat
ing firms to more than 5,500. The number of pro
prietors, partners, firm members and employees
covered for group term life insurance and related
benefits increased to over 40,000, and the volume
of life insurance on their lives exceeds $1.5 billion.
Because a quality group term life insurance pro
gram is important to the owners of the firm for
their own needs and is valuable in promoting good
employee relations, the levels of coverage have
been increased over the years and dependents
group term life insurance added.
As well as the Group Insurance Plan for public
accounting firms, the AICPA Insurance Trust also
provides two plans for individual CPAs. The CPA
Plan, for individual members of the AICPA or one
of the fifty-one sponsoring state societies, provides
term life insurance with accidental death and dis
memberment benefits. The Long-Term Disability
Income Plan, for individual members of the
AICPA, pays an income to insured participants

who become totally disabled, the monthly amount
depending on the benefit level the member is in
sured for, which can be from $500 to $3,000. A
CPA can be covered under any or all three plans
simultaneously, eligibility for one plan having no
bearing on eligibility for another.
The Group Insurance Plan is designed for pub
lic accounting firms having a proprietor, partner
or firm member who is an AICPA member. Al
though almost all are eligible, however, most of
the participating firms are small or medium size.
The plan is noncontributory, and all eligible em
ployees are covered after a six-month waiting
period. A proprietor, partner or firm member is
insured for the maximum amount under the firm's
schedule. For a firm beginning participation in
1980, that would be $80,000 or $50,000, depending
on the schedule selected. The amount of an em
ployee’s coverage depends on salary class and
ranges from a maximum of $80,000 or $50,000 to
a minimum of $8,000 or $5,000. (See page 3.)
For proprietors, partners, or firm members who
continue to receive certain financial considera
tions from a firm after retirement, reduced cover
age including both life and accidental death and
dismemberment benefits can continue well into
advanced age. Currently, for ages 65 through 69,
coverage is 75 percent of the original amount, and
at ages 70 and after it is 25 percent.
The gross contributions are based on ages and
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amounts of coverage. Each $1,000 unit of coverage
includes $1,000 of life insurance and $1,000 of
accidental death and dismemberment benefits.
Thus, the monthly contribution varies for each
firm according to the mix of ages and amounts of
coverage provided. The trend in recent years has
been to lower gross contributions as rates have
been revised to more closely align contributions
with projected costs.
Net cost is produced by application of cash
refunds which, while not guaranteed, have been
paid to participating firms every year since 1949.
The most recent cash refund, payable in July 1980,
was 53 percent for firms without dependents cov
erage and 49 percent for firms with that coverage.
The gross and net contributions are believed to
be quite competitive. The program is completely
self-supporting and expenses are constantly moni
tored and compared with the costs and features of
other programs.
On the date a firm begins participation in the
plan, coverage becomes effective for all full-time
personnel who are actively at work, have com
pleted six months of service, and who are not
already covered under the plan. When a firm be
gins its participation on a designated plan en
trance date, such as October 1, 1980, no evidence
of insurability is required (except for an individ
ual currently insured under a conversion policy
previously obtained under the plan).
More information is available from the plan
agent, Rollins Burdick Hunter Co., 605 Third
Avenue, New York, N.Y. 10158.

Winning in Las Vegas and Other Places

Judging by the 300 early registrations received for
the conference on practice growth and develop
ment in Las Vegas, this year’s series of AICPA
MAP conferences looks like a sure winner.
For information on the other MAP conferences,
contact Jim Flynn (212) 575-6439.

Letter to the Editor

In a short article, “Curing the Sick,” in the April
issue, we mentioned cash incentives as one means
of encouraging employees not to abuse a firm's
sick day allowance. Of course, many people have
different ideas on how the problem should be han
dled. Here is one managing partner’s view on the
subject.

The concept of rewarding employees for not
abusing their sick time allowance is akin to re
warding employees for not robbing banks.

Sick time, generally, is a benefit set up to main
tain pay during periods of illness bringing about
an inability to work. It is not designed to be a
bonus. Abuses of sick time allowances are just as
much acts of theft—stealing, criminal conduct or
any other term you might desire in this vein—as
taking cash out of the till.
Your suggestion that a system be set up to make
the reward more enticing than the criminal act is
further evidence of the acceptance by our society
of a weakening moral standard. For an organiza
tion such as ours to, in effect, condone a reduction
in moral strength and ethical standards by our
employees is to weaken the basic principles of
honesty, ethics and reliability upon which this pro
fession is established.

Abuses of the sick time system should be han
dled the way any other criminal act would be or
should be handled, i.e., immediate termination
and to heck with the cost. If the high standard ex
pected of professionals and employees is attained
through pricing people as commodities, then we
are getting a very low-grade product anyway.
There can be no compromise in the underlying
principles of honesty, high ethical standards and
reliability if this profession is to survive and/or
grow as a profession.
—Thomas E. Nunley, CPA
Colfax, California

The Practicing CPA, August 1980, Volume 5, Number 8. Publication and editorial office: 1211 Avenue of the Americas, New
York, N.Y. Copyright © 1980 American Institute of Certified Public Accountants, Inc. Opinions of the authors are their own
and do not necessarily reflect policies of the Institute.

Executive Editor: Roderic A. Parnell

Editor: Graham G. Goddard

Editorial Advisory Committee: James M. Arnett, Charleston, WV; Norman C. Batchelder, Keene, NH; Irwin Berger, Norfolk, VA;
Lawrence W. Blake, Jr., Dodge City, KS; Paul Browner, Silver Spring, MD; John M. Cummings, Kennebunk, ME; Carol DeHaven,
Springfield, MO; Angelo Di Antonio, Newark, DE; Gerald L. Grabush, Baltimore, MD; Mary F. Hall, Cincinnati, OH; Bob D. Hammons,
Sallisaw, OK; Robert L. Israeloff, Valley Stream, N.Y.; Sidney F. Jarrow, Chicago; Richard D. Maxey, Coeur D’Alene, ID; Robert
J. Neuland, Vienna, VA; William E. Perdew, Wilmington, NC; Robert A. Peyroux, New Orleans; Ronald C. Russell, Springfield,
OH; Houston D. Smith, Jr., Decatur, GA; Joseph N. Switkes, Washington, DC; Raymond Telling, Plattsburg, NY; Cecilia A. Verdon,
New York; Susan D. Ware, Lexington, KY.

3

Group Insurance Plan
Examples of term life insurance amounts currently
available under the Group Insurance Plan
An equal amount of accidental death and dismemberment
coverage is also provided

$80,000 Schedule

$50,000 Schedule

$80,000

$50,000

80,000
75,000
60,000
45,000
35,000
30,000
20,000
16,000

50,000
50,000
50,000
45,000
35,000
30,000
20,000
16,000

Proprietor, partner or
firm member
Employees according to
annual earnings
$32,000 and over
30,000
24,000
18,000
15,000
12,000
9,000
6,000

The above amounts apply to insured individuals less than age 65. Lesser amounts apply
at ages 65 and over.

Gross monthly contribution rates and cash refund percentages for
the most recently completed policy year

Rates are for $10,000 of term life insurance and $10,000
of accidental death and dismemberment insurance
Gross monthly contribution rates

Ages
Under 30
30-34
35-39
40-44
45-49
50-54
55-59
60-64
65-69
70 and over

Effective
10/1/80
$ 1.00
1.50
2.00
3.00
5.50
9.00
15.00
20.00
30.00
50.00

10/1/799/30/80
$ 1.00
1.50
2.00
4.00
6.00
9.00
15.00
20.00
30.00
50.00

Cash refunds — Refunds are typically paid in the July following the end of the October 1
through September 30 policy year. For the policy year ended September 30,1979, the refund
percentages were 53% for firms without dependents coverage and 49% for firms with depend
ents coverage. Although cash refunds have been paid yearly since 1949, they are not guaranteed.

This information on the Group Insurance Plan and Trust is necessarily brief. The insurance
for each individual is governed at all times by the terms of the master group insurance
policies and the rights of each firm under the Trust are governed by the Trust Agreement as
in force from time to time.

10/1/789/30/79
$ 2.50
2.50
5.00
5.00
10.00
10.00
12.50
15.00
20.00
40.00
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Highlights of Recent Pronouncements

The following list highlighting recently issued
pronouncements is initiated in this issue. It
will be updated quarterly and published in
subsequent issues of the Practicing CPA.

FASB Statements of Financial
Accounting Standards (SFASs)
No. 29 (June 1979), Determining Contingent Rent
als (amends SFAS 13)
No. 30 (August 1979), Disclosure of Information
About Major Customers (amends SFAS 14)
□ Required only for public companies (SFAS
21 suspends requirements of SFAS 14 for
nonpublic companies).

No. 31 (September 1979), Accounting for Tax
Benefits Related to U.K. Tax Legislation Concern
ing Stock Relief
□ Only applicable to entities subject to U.K.
tax law.

No. 32 (September 1979), Specialized Accounting
and Reporting Principles and Practices in AICPA
Statements of Position and Guides on Accounting
and Audit Matters
□ Adopts as “preferable” the accounting and
reporting principles contained in all AICPA
statements of position (SOPs) and guides
except the guide and related SOPs on state
and local governmental units; the appendix
to the Statement lists all those SOPs and
guides.
□ Does not require changes in accounting prin
ciple but any change made by a client should
be to a “preferable” principle (APB Opinion
no. 20).
□
Effective October 31, 1979.
No. 33 (September 1979), Financial Reporting and
Changing Prices
□ Required only for public companies with
either inventories and property, plant and
equipment (before deducting accumulated
depreciation) of over $125,000,000 or total
assets of over $1 billion (after deducting
accumulated depreciation).
□ Requires no changes in the basic financial
statements (including notes); requires sup
plementary information on the effects of

general inflation and on price changes of
certain specific types of assets.

No. 34 (October 1979), Capitalization of Interest
Cost
□ Requires capitalization of interest cost on
certain assets that require a period of time
to get them ready for their intended use.
□ Does not allow capitalization for inventories
that are routinely produced in large quanti
ties on a repetitive basis.
□ Effective prospectively for fiscal years be
ginning after December 15, 1979.
□ Does not require capitalization of interest
cost when effect is not material. (Precise
meaning of "material” in this context is not
defined; the FASB issued an exposure draft
dated 4/22/80 on determining materiality
for capitalization of interest cost).
No. 35 (March 1980), Accounting and Reporting by
Defined Benefit Pension Plans
□ Establishes standards for all defined benefit
pension plans except those expected to be
terminated and government-sponsored so
cial security plans.
□ Effective for plan years beginning after De
cember 15, 1980.
□ Plan investments, including real estate, are
to be presented at fair value at the reporting
date.
□ Requires presentation of actuarial present
value of accumulated plan benefits; includes
certain rules on how to measure those bene
fits (auditor involvement required under
SAS 11).
□
Requires extensive disclosures.
No. 36 (May 1980), Disclosure of Pension Informa
tion
□ Amends APB Opinion 8 to include disclosure
of actuarial present value of accumulated
plan benefits and pension plan assets avail
able for those benefits, both as determined
under SFAS 35.
□ Effective for fiscal years beginning after
December 15, 1979 and for interim state
ments within those fiscal years issued after
June 30, 1980.

FASB Interpretations
No. 30 (September 1979), Accounting for Involun
tary Conversions of Nonmonetary Assets to Mone
tary Assets (interprets APB Opinion 29)
No. 31 (February 1980), Treatment of Stock Com
pensation Plans in EPS Computations (interprets
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APB Opinion 15, and modifies FASB Interpreta
tion 28)
No. 32 (March 1980), Application of Percentage
Limitations in Recognizing Investment Tax Credit
(interprets APB Opinions 2, 4 and 11)
Statements on Auditing Standards
No. 25 (November 1979), The Relationship of Gen
erally Accepted Auditing Standards to Quality
Control Standards
□ Requires a firm of independent auditors
to establish quality control policies and
procedures to provide it with reasonable
assurance of conformity with generally ac
cepted auditing standards in its audit en
gagements. Refers to Statement on Quality
Control Standards no. 1, System of Quality
Control for a CPA Firm.
□
Supersedes SAS no. 4.
No. 26 (November 1979), Association with Finan
cial Statements
□ Defines "association” as term is used in the
fourth reporting standard.
□ Provides guidance on association with the
financial statements of a public entity or a
nonpublic entity’s financial statements that
an accountant has been engaged to examine
in accordance with generally accepted audit
ing standards.
□ Supersedes SAS no. 1, sections 516, 517 and
518, and SAS no. 15, paragraphs 13-15.
No. 27 (December 1979), Supplementary Informa
tion Required by the Financial Accounting Stand
ards Board
□ Provides guidance on the nature of proce
dures to be applied to supplementary infor
mation required by the FASB, and describes
circumstances that would require the audi
tor to report concerning such information.
No. 28 (June 1980), Supplementary Information
on the Effects of Changing Prices
□ Provides guidance in implementing proce
dures specified in SAS no. 27 regarding in
formation required by SFAS no. 33.
Statements on Standards for
Accounting and Review Services
No. 2 (October 1979), Reporting on Comparative
Financial Statements
□ Establishes standards for reporting on com
parative financial statements of a nonpublic
entity when the statements of one or more
periods presented have been compiled or
reviewed in accordance with SSARS 1.

One Picture Is Worth a Thousand Words

When explaining financial ratios to clients, there
may be times when the advice contained in an old
adage, "One picture is worth a thousand words,”
could well be followed. For example, if aggregate
industry data is available from a source such as
Dun and Bradstreet or an industry trade association, a particularly informative comparison can
be made graphically by plotting both the normal
statistical curve and a client’s performance level.
Let's assume that we are explaining the client
firm’s performance in inventory turnover. Indus
try data shows the median inventory turnover
rate to be six times and the top quartile turnover
rate to be eight times. During the same period,
the client turned inventory over nine times. In
this example, the presentation could be as follows
with the letter Y denoting the client’s performance

50%

By preparing the chart in the same format each
time (bottom 25°/o, middle 50%, top 25%) clients
will become familiar with the mode of presenta
tion and will be able to see other performance
levels clearly. This may give them the incentive
to set attainable improvement goals for them
selves.
Favorable

One type of presentation that might need some
planning is where the layout for those ratios or
indicators of business activity would lie in a re
verse direction. A number line is usually read from
left to right with values increasing to the right.
In the case of inventory turnover, the highest
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value is the most desirable. Thus, the concept of
the number line with the normal curve imposed
on it fits perfectly. In terms of examining the age
of receivables, though, the lowest value is the
most desired one, and this is counter to number
line arithmetic. One solution to the problem of
presenting ratios that are contra might be to label
the normal curve as in the preceding chart.

Case study
To illustrate the technique, assume that we have
the annual statements for a manufacturer of heat
ing equipment and plumbing fixtures. We also
have the industry statistics gathered by the indus
try association. The industry data is given as
□
Top quartile firm
□
Median firm
□
Lowest quartile firm
We decided to examine five areas: current ratio,
debt to equity, age of receivables, inventory turn
over and net profit to invested capital.
The industry’s current ratio data are
□
Top quartile
5.2
□
Median
3.6
□
Lowest quartile 2.2
The firm’s current ratio is 3.8. This could be
presented as

The industry’s debt to equity ratio data are
□
Top quartile
50%
□
Median
80%
□
Lowest quartile 110%
The firm’s debt to equity ratio is 50%. This
could be presented as

The other items are as follows:
Age of receivables
Industry
Firm
□
Top quartile
32 days
□ 42 days

□ Median
□ Lowest quartile

40 days
50 days

Inventory turnover
Firm
Industry
□ 5.8 times
6 times
□ Top quartile
□
Median
4.5 times
□ Lowest quartile
3 times
Net profit to invested capital
Firm
Industry
□ 8.1%
□ Top quartile
15%
□
Median
11 %
□
Lowest quartile 8%
For a summary presentation of all data on a
single normal curve, we can assign letter designa
tions as follows.
A.
Current ratio.
B.
Debt to equity.
C.
Age of receivables.
D.
Inventory turnover.
E.
Net profit to invested capital.
This could be presented graphically as

The 25 percent top and bottom cut-offs are not
mandatory, but for consistency of illustration
they probably should be kept unchanged from
period to period. However, the 25 percent points
are in common usage, and the use of other points
would require different placement of lines in the
normal curves.
There are many types of charts and graphs, such
as line, bar and pie, etc., that can be used to pre
sent financial data. As with all of your firm’s
graphic materials, the services of professionals in
the field — in this case graphic designers — should
be considered for best results. (See “Your Printed
Image” in the January 1980 issue.)
Done well and imaginatively, charts should be
able to show the significance of the numbers and
enable you to get a point across to clients with
absolute clarity. If they can do this, you may find
that one picture is worth a thousand words.

-by Robert M. Jennings, CPA, DBA
for Monroe Shine & Company
New Albany, Indiana
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No Generation Gap Here

In the April issue, we reported in "And the Beat
Goes On" that the Tanner family in West Virginia
was the only three-generation firm of CPAs cur
rently in practice, to our knowledge. We did pay
tribute to the Allen family in North Carolina,
whose founding CPA is deceased. It appears, how
ever that a little knowledge is a dangerous thing,
especially when faulty.
We have received a number of fascinating let
ters, each of which is unique and deserves special
mention. They would keep a genealogist busy for
several months and would cause a golf tourna
ment chairman to resign on the spot in trying to
develop suitable awards. Nonetheless, at the risk
of further loss of credibility, we have created the
following classifications of "family" firms:
Oldest public accounting family — Edward S.
Rapier started practice as a public accountant in
Louisiana in 1894. He received a waiver certificate
under that state’s first accountancy law in 1908.
His son, George S., founded the present-day firm
of Rapier & Company, which includes his son
George and the latter’s daughter, Carolyn. The
elder George’s other son, Edward, is a sole prac
titioner in the same city.
Oldest CPA firm — Charles Hecht founded the
firm that bears his name in 1907, shortly after be
ing issued his New York certificate, and practiced
until his death in 1975. In the intervening years,
he was joined by his son, son-in-law and grandson.
Most productive — J. G. Griesbeck was not only
a founder of Reynolds, Bone & Griesbeck, but pro
duced a son who produced more than tax returns.
Charles W., the son, has four sons of his own as
partners, with a fifth one in the bullpen awaiting
an opportunity to join his brothers. J.G., at the
age of 86, is active full time in the practice.
Least name change — Douglas N. Wilson, Sr.
founded the firm of Douglas Wilson & Company
in Great Falls, Montana, in 1913. He retired at the
age of 82 in 1965. Although he is "well and lively"
at the age of 97, his descendants and namesakes,
Jr. and III, carry on without him. Lest clients be
confused by numbers, these CPAs are listed on the
firm letterhead as D. Norman and Douglas N.
Inlaws need jobs too — Samuel Klein still keeps
an eye on Samuel Klein and Company, but the
other generations in this Newark, New Jersey,
practice have different surnames. It seems that
Mr. Klein’s daughter married Jerome Fien, who,
after a suitable period of servitude, became man
aging partner. His son, Mark, in due course, was
admitted to partnership as was — and here’s the

switch — Mark’s father-in-law. As Mr. Fien notes
in his letter, "This may not be exactly three gen
erations, but it certainly demonstrates the power
of nepotism."
Our congratulations to these and other CPA
families, who, through the examples they have
set, have been able to persuade succeeding gen
erations to enter the profession.

Reflections of a New Boy

How long has it been since you were the new per
son in the office or someone’s new boss? It’s prob
ably not very long because, let’s face it, public
accounting is a mobile profession. Because of this,
I would like to share some thoughts with you
on how job changes affect all of us and how we
can best cope with them.
The job interview is often a nerve-wracking
experience, at least for the applicant, and, unfor
tunately, is also a time when misconceptions can
occur. The applicant may decide that the job is
just right and will solve all his problems, and the
interviewer may be convinced that the applicant
will give the firm exactly what it needs. This gives
everyone a great feeling, but it can also lead to
later disillusionment.
I have found that disillusionment can stem
from differences in the ways employers want
things done and the ways new employees have
been trained to do them. Those of us who have
been around for several years often seem to think
that there are only two ways to do things: our way
and the wrong way. So, if a new employee pre
pares a work paper with some pride in the way
he has been trained and the employer insists on a
different format, the employee’s feelings may be
hurt, and the employer may begin to have second
thoughts about the new staff member.
Misunderstandings can also result from rela
tively small matters of personal preference or firm
policy. For example, some employers insist on the
use of certain types of tick-marks or on lunch
being eaten at certain times or on a particular
dress code. If a new person takes a while to shed
old habits and adjust to the new demands, the
employer may become upset by what is perceived
as stubbornness and/or carelessness. The em
ployee, on the other hand, may become irritated
with the boss’ apparent pettiness or may become
less confident.
What can be done about these misunderstand
ings? I don’t pretend to have all the answers, but
I know that being open and straightforward is

8
part of the solution. It is a refreshing start to a
new relationship when applicant and reviewer
decide in advance just what they expect of it and
determine whether they are being realistic or are
looking for perfection. They can then approach
the interview more honestly. Also, both sides bene
fit by telling their plans, needs, goals, frustrations
and problems without the usual concern for mak
ing a good impression.
The same approach can help in dealing with
different ways to get work done. It is possible,
really, to tell your staff that you expect them to use
certain standard work papers, etc., without giving
them the impression that other ways are wrong.
Also, some patience on the part of the employer,
while the new employee "shifts gears," helps im
mensely. I speak from experience because some of
my past employers have used this approach.
One irritant may start with the apparently sin
cere request by the employer for suggestions and
constructive criticism. The new person may sug
gest another way of doing something, only to be
told that the employer has good reason for retain
ing the old method and doesn’t intend to change
it. Perhaps the new employee antagonized his new

American Institute of Certified Public Accountants, Inc.
1211 Avenue of the Americas
New York, N.Y. 10036

boss with a know-it-all attitude, but often, I sus
pect, the employer did not really mean his original
remark but believed it was something he ought to
say. Again, real honesty on both sides will help.
After all, the employer is boss. If he does not want
to change, why not say so?
Many CPA firms have staff manuals which ex
plain their policies toward working hours and
vacations, etc., and often set forth the philosophy
behind these matters. Manuals like this can be
very useful to staff people, enabling them to re
spond more satisfactorily to their employers'
priorities and goals.
Lest this article seem to emphasize the negative,
I hasten to add that in twelve years in this pro
fession, in three states, I have been privileged to
work for fine, sincere CPAs from whom I have
learned much. I can’t think of a better way to
make my living.
Nevertheless, if we can learn to make the in
evitable job changes more pleasant and produc
tive, we will all gain — employers, employees, even
our clients.
-by Paul Archibald, CPA
North Bend, Oregon
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